
 

http://www.savannahcourtfinancialadvisors.com/contact


Foreword 
   The idea of creating a consumer awareness guide struck me when I realized just how widely 

our discussions with clients range over the entire spectrum of their financial lives. I came to re-

alize that many people are simply unaware of all of the opportunities and possible pitfalls they 

may encounter throughout their lives when it comes to money. The process of financial plan-

ning is not simply, set up a 401(k) and start contributing 10% of your income. In fact, the 

breadth of financial planning should cover every aspect of a client’s financial wellbeing.  

Beginning with the basics of BUDGETING and creating a foundation,  to adequately pro-

tecting their current financial position with INSURANCE planning. Then addressing, IN-

VESTMENT and ASSET ALLOCATION modeling to manage investment risk, 

TAX PLANNING strategies with which to minimize, avoid or capitalize on opportunities, 

RETIREMENT INCOME PLANNING to identify sources of income and expenses 

in retirement and securely providing for that retirement you’ve dreamed of and finally ES-

TATE PLANNING to be sure our client’s wishes are fulfilled. 



   All of these concepts have inherent opportunities or strategies associated with 

them. 

   I believe the first step to motivate someone, to want to begin the pro-

cess of financial planning, is to get them to understand that there are 

many things that they may not be aware of  

and the key is to simply recognize and be open to the idea of exploring possibilities. I hope this 

guide will offer some insight into your own personal financial planning, possibly enlighten you 

or encourage you to address those issues and finally, motivate you to take action to be sure to 

capitalize on every opportunity you have available. Some of these concepts are subjective and 

many times there is no right or wrong answer. However, this should offer a clearer understand-

ing of the scope of what financial planning really is. Thanks for reading and hope you enjoy!  

 



Very Basics of Investments 
   Before we can really talk strategies, we should have a very basic understanding of invest-

ments. So, starting at the ground level,  

as an investor, you’re either an owner of a company or a loaner to a 

company.  

Stocks, are simply a fractional ownership of whatever company’s stock you own. If the com-

pany does well, the stock price will probably go up. If they do poorly, the stock price could 

drop. Potentially becoming worthless. 

   Bonds on the other hand are loaners to the company. When you buy a bond, you essentially 

are loaning your money to that company or government, or whomever the issuer of the bond is. 

They will normally have a maturity date when you get your principal back and pay you some 

interest while you own it. Bond prices change based on general interest rates and also the credit 

quality of the issuing company or government.  



   A mutual fund allows you to invest into shares of that fund. Your money gets pooled with 

many other investor’s by the fund manager. Depending on the objective of the fund, the man-

ager will then buy a broad array of stocks, bonds, real estate or cash. Or whatever the objective 

of the fund may be. This allows you far more diversification that just owning one stock. The 

price of the fund changes daily and is based on the value of all of the investments it owns di-

vided by the number of outstanding shares.  

   Variable Annuities are sort of like mutual funds, but they are only offered by insurance com-

panies. Typically, Variable Annuities have many options called subaccounts that are similar to 

mutual funds, within their platforms. Variable annuities also offer ala-carte riders (lifetime in-

come guarantees and death benefit guarantees) for an additional fee.  

   IRA’s, Roth IRA’s and 401(k)’s are not investments at all.  

They are simply a plan type, typically identified by each one’s tax status. For example, it’s not 

the 401(k) that’s an investment. But instead the mutual funds that are in the 401(k) that are the 

investments.  

   So now that you have a very basic understanding of the differences between these types of in-

vestments, let’s take a look at some strategies.  



How does the stock market work?  
   Green arrows, red arrows, what the heck does it all mean? Stocks are up one day and down 

the next, why? You can find yourself completely confused and very intimidated investing when 

you have no clue what’s going on.  

   Let me first say, you’re not alone.  

Many average investors don’t really understand how the market 

works and why it does what it does.  

The stock market is nothing more than a very large auction. Buyers on one side, sellers on the 

other. But before we try to understand the stock market we must first understand a stock and it’s 

IPO. A stock is simply a fractional ownership of a company. Companies initially sell their stock 

through an IPO (initial public offering), typically to raise capital to expand or pay off debt or 

whatever they decide to do with the cash. This IPO is typically offered for sale to clients 

through a large investment bank. So now that the stock becomes “publicly traded” the company 

is no longer involved. So if these initial investors decide to sell some of their newly issued 

stock, the company does not purchase it back from them, but instead it is sold on the “secondary 



market”. This is the stock market that we’re all familiar with. There are several stock markets, 

such as the New York Stock Exchange, the NASDAQ and the AMEX.  

It’s these secondary markets that bring buyers and sellers together.  

   Let’s look at an example. Let’s say XYZ company’s last trade was recorded at $17.82 per 

share. A large order to sell 10,000 shares of XYZ comes into the “market maker”. The market 

maker, both maintains an orderly market in the stock and also brings buyers and sellers to-

gether. So, to fill this 10,000 share sell order, the market maker determines there are no willing 

buyers at $17.82 per share, so he ticks the price down…..$17.81…$17.80…$17.79…you get 

the picture. He continues until a willing buyer’s order get filled. On the flip side, if a large buy 

order comes in and there are no immediate sellers at that price level, the market maker begins to 

tick the price up until he can find willing sellers and execute the order.  

   So there you have it! It’s simply economics 101, supply and demand that moves stock prices 

up and down. Greater supply, less demand will drive prices down, while less supply and rising 

demand will drive prices up. It’s really that simple. So now, hopefully, having a better under-

standing of why the stock market does what it does, will offer you a bit more confidence when 

choosing your investments.  



Understanding Investment Risk 
 

   No one invests to lose money, yet people that invest in the stock market realize that it goes 

down sometimes. They may not understand why, but just ask anyone, “Do you expect the 

stock market to go up indefinitely without ever seeing any drop in 

prices or volatility along the way?”  

My guess is the answer will be no. People realize the markets go up and down. Yet they still in-

vest with the hope that their investment will continue to rise and never suffer any losses. People 

tend to follow a herd mentality when it comes to investing. They wait and wait and wait, while 

the markets are rising and the economy is growing and then, right at the top of the business cy-

cle they decide it’s time to invest. Unfortunately for many, they lost so much opportunity on the 

way up just to be disappointed if the market pulls back. Then on the flipside, as they see their 

investment valuations dropping, they tend to wait and wait and wait until they hit a point of “ca-

pitulation”, completely disheartened by their foolish intent to want to invest in the first place 

and sell everything at a significant loss! Does this sound familiar?   



   Timing the market is extremely difficult and really pretty impossible 

for most investors.  

Think about it, we are playing in the same sandbox, acting on the same information that every-

one else has. In fact, the everyday, average investor is at a disadvantage, in my opinion. If 

they’re making investment decisions and buying individual securities, they’re essentially com-

peting against large mutual fund firms with teams of analysts and portfolio managers that are 

far more qualified. So hitting that next big stock is simply luck or an accident and probably a lot 

of suffering along the way. A well thought out investment plan is the key to successful invest-

ing and managing as much of that investment risk, as it relates to your personal comfort level 

also known as your “risk tolerance”, will save you many sleepless nights.  

 

 

 

 

 



Annuity Lifetime Income Riders 
   Over the past 20 years or so, as pension plans have been disappearing, the emergence of annu-

ities that offer lifetime income riders have become more and more popular.  

Many insurance companies today will guarantee as much as 5% of the 

“benefit base” for life depending on the claims paying ability of the 

company.  

So, even if your account were to run out of money, the income would continue for life. This 

may appear to be too good to be true. It’s not. But it is too good to be free. These riders can cost 

as much as 1-1.5% annually of the benefit base and that’s pretty steep especially if you don’t 

ever take advantage of the guarantee. One strategy that may make sense, especially for more 

conservative investors, is the use of a living benefit rider on the riskiest assets someone may 

own. In other words, let assume someone where a “moderate” middle of the road risk taker. A 

typical portfolio may look something like 60% in stocks and 40% in fixed income. Why not 

take the riskiest assets (stocks) and put this guaranteed wrapper around it for income, knowing 

you can safely participate in the stock market’s potential growth, while taking income. Worst 



case is, if the market drops, and you run out of money, your income continues. This may make 

the internal cost of the rider a worthwhile investment. But remember, the guarantees are only as 

good as the insurance company offering them. So be sure to check the ratings of the company to 

see if they are able to stand up to their promises.  

   On another note,  

   Many companies try to entice you to delay taking income, by offer-

ing some sort of annual increase to the benefit base of 5 or 6%.  

Seems good, because the longer you wait, the greater the future payment will be, right? But 

since we don’t live forever, it might make more sense to start the income as soon as possible. 

There is a much higher probability that you could deplete the account within your lifetime and 

then begin receiving payments straight out of the insurance company’s pockets. Interestingly, 

even if you decide to start taking the income, it doesn’t mean you necessarily need to spend the 

money.  



   One idea that makes a lot of sense, is to transfer the annual benefit payment into another ac-

count or annuity, attempting to strip out all of the money in the annuity with the guaranteed in-

come rider as soon as possible. Obviously, this strategy may not be the best solution for every-

one, however it’s something worth considering if you own one of these annuities.  

Disclaimer: The guarantees of any contracts are contingent on the claims-paying ability of the issuing insurance company. Annuity withdrawals are 

taxed as ordinary income and may be subject to a 10% federal penalty if made prior to age 59 ½. Surrender charges may also apply during the pol-

icy’s early years. 

 

 

 

 

 

 



When don’t FEES in an Annuity matter?  
   As I’m sure you’ve heard by all of the talking heads, trying to sell you a book, how fees inside 

of annuities are as steep as the peak of Mount Everest. But what they’re referring to are these so 

called “ala-carte riders” tied to variable annuities. So, when don’t these fees really matter?  

   Let’s assume that a married couple is living comfortably on their social security and a pen-

sion. However, in the event of the death of one spouse, the pension stops, leaving the surviving 

spouse with only the greater of the two social security payments, losing the lesser of the two so-

cial security payments and the pension entirely. At this point the surviving spouse may become 

very dependent on their investments for income. This may be a perfect example when the use of 

a variable annuity’s death benefit could help the survivor protect his/her investment at the point 

they need it the most.  

   Most insurance companies today, offer enhanced death benefits on 

an annuity account value. 

So let’s assume XYZ company offers a guaranteed increase of 5% annually on the death benefit 

of a variable annuity and the internal cost to add this rider is .85%. Normally, the 5% increase 



to the death benefit is the NET increase annually, regardless of the internal costs associated with 

the rider. So, for a client that has no intention of using this money, unless their spouse were to 

die, may be a great example of when the fees inside of a variable annuity really don’t matter.  

   For illustrated purposes, say a couple deposits $100,000 into an annuity, like the one just 

mentioned. It offers a 5% compounding death benefit rider. They may be able to invest the 

funds more aggressively, knowing they have a safety net of 5% per year attributed to the death 

benefit. If, after 10 years, the contract owner passes away, the least the surviving owner could 

expect would be $162,889.46! Of course, if the investments exceeded the performance, net of 

those internal fees, the death benefit could potentially be even greater. So, in this example, as-

suming a client is using this money strictly in the event of the death of their spouse, the fees in-

side the annuity may have been well worth the cost. 

Disclaimer: Not all annuity contracts are the same. They are offered by prospectus and every company’s guarantees are different. It’s important to 

check the rating of the company offering an annuity as well. There are restrictions and exclusions in every annuity contract, so be certain to read the 

prospectus to see how a certain company’s product may suit your needs. The guarantees of fixed annuity contracts are contingent on the claims-pay-

ing ability of the issuing insurance company. Annuity withdrawals are taxed as ordinary income and may be subject to a 10% federal penalty if made 

prior to age 59 ½. Surrender charges may also apply during the policy’s early years. 

 



Ways to Manage Investment Risk 

   Ideally, in a perfect world, we want to achieve the highest level return with the least amount of 

risk, while having complete liquidity. Unfortunately, there is no “perfect” investment. If you 

want a high return, you may experience volatility. If you want the safest investment, you proba-

bly won’t generate much income or growth.  

The biggest risk to a short term investment strategy, is market risk.  

If you plan to utilize your funds in a year to start a business, or pay for college, or whatever, 

you definitely should not have that money in the stock market. Predicting when the markets will 

go down is nearly impossible. So, you just don’t want short term money at risk in the markets.    

   On the flip side, the biggest risk to long term investing is inflation risk.  

If you maintain too much liquidity or safe investments to achieve a long term goal, like retire-

ment, inflation will eat into the return. In fact your “real rate of return” may even be negative. 



For example, assuming inflation is 3% and you have an IRA invested in a CD, earning 1% an-

nually, you are essentially losing ground to inflation at a rate of 2% per year. That makes an 

enormous difference over the long term!  

   So how do we find the balance? 

I’m a big believer that utilizing a “Bucketing Strategy” helps to re-

duce risks associated with both short term and long term savings 

goals.  

In other words, let’s say you’re saving for that business you’re planning to venture into next 

year. The funds you have set aside to start that business should be invested in very short term, 

safe investments because you don’t want to find yourself having lost 20% of the value at a time 

when you need the money. This is bucket #1. 

   On the other hand, even if you are currently retired, the likelihood is you will not need all 

your money, all at once in retirement. So, this strategy still works when you’re living off of 

your savings. Let’s assume you just turned 65 and you are taking income from your invest-

ments. By structuring your 1-3 years of income in safer investments all within Bucket #1, you 

can now take some risk with your other investments in Bucket #2, knowing you will not need to 



touch them for a period of 3 or even 5 years. This allows you to roll through the ups and downs 

of the stock market and still be able to sleep at night. After all, the stock  market is a lot like 

watching a bouncing yo-yo. Everyone entranced by the up and down gyration of the market. 

When it’s really like bouncing a yo-yo while you’re riding on an escalator. Over time the highs 

get higher and the lows get higher. The key is you don’t want to find yourself having to sell as-

sets at a time when the yo-yo is dropping. As you deplete your shorter term savings, assuming 

the time is right, you then move some of your riskier, long term money, back into Bucket #1 to 

meet the next 1-3 years of income.  

   Having said all of that,  

regardless of the amount of time you have to invest, understanding 

your own personal “risk tolerance” needs to be taken into account 

when structuring that longer term investment strategy.  

Someone that’s 35 years old, but with very little tolerance for risk, may not want to have all of 

their retirement money in stock investments. “Correlation” of investments can help you have 

exposure to riskier assets without betting the farm on it. Normally, as stocks move up, bonds 



tend to move down and vice versa. This is known as negative correlation.  So creating a portfo-

lio that is balanced should help to alleviate the wild up and down swings of that yo-yo we call 

the stock market while helping you achieve the greatest potential return possible for your indi-

vidual risk tolerance.  

 

 

 

 

 

 

 

 

 

 

 

 

 



Tips on Indexed Annuities 
  In this article, I wanted to shed some light on the advantages and disadvantages of indexed an-

nuities. People tend to hear the word “annuity” and assume they are all the same. However 

when it comes to indexed annuities, this couldn’t be farther from the truth.  

Unlike its’ counterpart, the variable annuity, indexed annuities don’t 

lose value if the market drops.  

Interest is credited to the account depending on what “crediting method” is chosen. In an exam-

ple of how a crediting method works, let’s assume the S&P 500 index starts at 2150 today and a 

year later, it’s up to 2450. That’s a 14% increase in value. The “S&P 500 annual point to point” 

crediting method would essentially credit interest to the account at the end of the contract year, 

up to whatever the cap is. So again, assuming the annual cap is 6%, then in this example the an-

nuity company would credit 6% interest to the account. If the S&P 500 were up only 2% for the 

year, then the S&P 500 crediting method would add 2% interest and finally if the S&P 500 in-

dex were down for the year, the contract would not lose money, but simply have no interest 

credited to it for that contract year.  



   The greatest advantage of an indexed annuity, is the protection from loss and still offer the po-

tential for reasonable rates of return when compared to other fixed investments like CD’s. The 

caps could be considered a fee, however, even if there’s no interest credited, there’s no addi-

tional cost for the annuity. However, they aren’t without flaw. Most indexed annuities are long 

term contracts and can carry significant penalties for early withdrawal. Though they tend to al-

low for an annual 10% penalty free amount, excess withdrawals could be subject to double digit 

penalties. Another disadvantage to consider is just how the crediting method actually credits 

you interest. Because the crediting method simply looks at the value of the S&P 500 index to-

day and then again one year later. The investor never actually owns the stocks in the S&P 500, 

subsequently forfeiting the underlying dividends those stocks pay out for the year. However, for 

investors that are conservative, these types of annuities may offer more confidence knowing 

your principal is not at risk.  

   Interestingly, many companies are offering guaranteed income riders on these accounts as 

well, depending on the claims paying ability of the company, for a cost. 

In my own opinion, I’ve never been able to justify the cost for the 

guaranteed lifetime income on an Indexed Annuity. 



Let’s look at an example. Most lifetime income riders will guarantee 5% annually for lifetime 

with a cost of 1% of the benefit base. Assuming a client is 65 years old, this money would last 

for 20 years without any interest credited the entire time inside of an indexed annuity! The like-

lihood is, it will experience some interest over that period. So, assuming an average of only 3% 

growth annually, it would last for 29.55 years taking the client beyond their life expectancy 

without having to pay the 1% annual fee for the rider! So, in the case of an indexed annuity, you 

really have to be ultra conservative and have a realistic expectation that you’re going to live 

well beyond 95 years old to pay for a guaranteed income rider, in my opinion.  

Disclaimer: The guarantees of any contracts are contingent on the claims-paying ability of the issuing insurance company. Annuity withdrawals are 

taxed as ordinary income and may be subject to a 10% federal penalty if made prior to age 59 ½. Surrender charges may also apply during the pol-

icy’s early years. 

 

 

 

 

 

 



Are they Bad Investments, or just Bad Advice?  

   If you have been disappointed with whatever investments you own, it may not necessarily be 

a bad investment. In fact, it might just be bad investment advice. You may have been promised 

the world, only to find that whatever you’re invested in has not delivered on these overexagger-

ated returns.  

Setting a realistic expectation should be one of the most important ob-

jectives that a true adviser will demonstrate. 

 I’ve had clients come to me, from other advisers, complaining about how poorly their invest-

ments have performed over time. But when comparing them to the broad markets, they may not 

have underperformed at all. In fact, they just were never able to meet the bar that was set, based 

on these inflated expectations set by their advisers. 

   Most people are afraid to get a second opinion from another firm because they are under the 

impression they will be asked to sell what they currently own and get hit with taxes or a big 

penalty. However, if you are in a good quality investment, you may not have to sell anything at 

all to move your accounts.  



There is what’s known as a broker of record change request that 

simply changes the representative on your existing account.  

Many times, I’ve had clients come to our firm and instead of recommending we sell anything, 

we simply do a broker of record change to allow me to become the adviser on their existing ac-

counts. There is normally no additional cost to the client to change the broker of record and in 

my experience, it is the best way to begin a client, adviser relationship.  

 

 

 

 

 

 



 

Final Thoughts 
   For many investors, the uncertainty surrounding their investments has prevented them from 

making good, sound, constructive choices leaving money just needlessly sitting on the sidelines. 

In a world of disappearing pensions, the ability to save for your own retirement and manage 

those investments, has become more and more critical. Fear and greed are what drive the mar-

kets, but by having a better, broad understanding of why investments do what they do and the 

many choices that are available, you will hopefully avoid making major financial mistakes. I 

hope you have taken some valuable information from this guide. Investing can seem very com-

plicated and overwhelming at times. If our firm can offer any additional guidance, please feel 

free to call for a complimentary financial evaluation.  

 

Scott Weidman, CFP® 

CERTIFIED FINANCIAL PLANNER 
TM 

Savannah Court Financial Advisors, Inc.  

386.299.2893 
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No information provided in this guide is intended to constitute an offer to sell or a solicitation of an offer to buy shares of any security. 

Past performance of any investments is not a guarantee of future results. The named advisor(s) and JWC/JWCA do not provide tax or 
legal advice. Always discuss any tax or legal matters with an appropriate professional. 
 
 



 

http://www.savannahcourtfinancialadvisors.com/contact

